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By OBIE G. WHICHARD

Comprehensive data on employment
and employee compensation of U5,
multinational companies (MNC's)
were collecied in BEA’s 1977 bench-
mark gurvay of U8 direct investment
abroad, the results of which were re-
leased last vear.' The data are impor-
tant for anaiyzing the effect of U5
MNC's on laber, both in the United
States and sbroad. In this arlicle they
are nged to examine the distribution
of total MNC employment betwesn
8. parents and their foreign affili-
ates; the proportion of all-U.8.-buai-
ness employment accounted for by
U.S. parents; the country and indus-
try distribution of foreign affiliate
employment, including the geographi-
cal concentration of employment; the
distribution of paremt and affiliate
employment by  employment  size
class: and affiliates’ shares of total
manufacturing employment in 10 de-
veloped countries. They are also uaed
to examine and compare hourly com-
pensation paid to production workers
in manufacturing by U2 parents and
their majority-owned foreign affili-
ateg, and to compare affiliate compen-
sation rates with those for all manu-
facturing businesses in zelected for

L 118 diveet investment chroed acils when e
US. purson (UA papent) hpa a direct or indirect own-
erahip irterent of 70 parcsct or vk in & fooxign bosi-
ness enterprise (fobekrn oMiliate). 05 BMMNC's are TR
coipanies that have direct investment abroed; an
MNG consixis of the ULS. partint and all of ita Tarelgn
affilintes, A briel desrription of the benchmark survey
and hightights of the deta wers: given in Intérnaticoal
Investment Division, 1977 Benchroark Borvey of 115,
Direct Investioent Abromd,” Susvey oF Cimaewt Busi.
HiEss 81 LApel 1381 20-27. Detafled data and & moce
comphete mathodology of the survey were published in
US. Department of Comoeres, Buresy of Esonvatnie
Arnalysia, U8 Direct fevestment Abrood, 1977 {Wash
ingran, DL US, GFQ, April 1881}

Nore.—Armald Gilbert did the computer pro-
gramimiog for mogt of the tables in this articls
and was respoosible for te analysis-of-variarce
rontine applied o forwign affiiinte compenss-
tom rates. Ethel J. Whesler provided statistical
Essfytance.

Employment and Employee Compensation
of US. Multinational Companies in 1977

eign counfries. A subeequent article
will discuss growth in affiliate em-
ployment {and assets) since 1966, the
year covered by the previcous bench-
mati survey.

The employment data are also of in-
terest a5 a measure of the overall size
of US. MNC operations. Although
employmment has some limitations as a
meagure of size, it has the advantage
of baing affected neither by methods
of valuation (aE are, for exampie, totsl
assets, which are based on hock
values), nor by the sources and pat-
terns of financing {as iz, for example,
tha direct investment poeition).

Although the 1377  benchmark
survey covered parents and affiliates
in all industries, this article, like
others in a seriea of BEEA studies of
US. MNC's based on that survey,
covers only nonhank MINC's. A non-
bank MNC consisis of a8 nonbank U5,
parent that has at least one nonbank
foreipn  affiliate, and its noobank
zffiliate(s). In the 1977 zurvey, consid-
erably more data were collecied for
nonbank parents and affiliates than
for bank parents and affiliates, be-
cause the latter already were re-
quired to report most of ths infoma-
tionh needed for policy purposes to
other U5, Government agencies,

Highlights

« Worldwide employment of TS
MNC's was 26,081,327, U.S parents
acoounted for T2 percent, and their
foreign affiliates for 28 percent, of the
tatal, MNO's with UL, parents in
manufacturing accounted for about
two-thirds of worldwide MNC employ-
ment.

+« [1.5. parents accounted for 85 per-
cent of the employment of all 1.5
business in industries covered by the
Census Bureau's Enterprise Stalistics.
In petroleum and manufacturing, the
parents’ shares were over 50 percent.

s Affiliates clsssified in manvfac-
turing accoanted for just over two-
thirds of total affiliate employment.
Within menwfacturing, affiliate em-
ployment was largest in “other manu-
facturing” and transportation egquip-
rent,

* More than two-thirds of foreign
affiliates’ total emplovment was in de-
veloped countries. Within the devel-
oped countries, 62 percent was in
Europe. Within the developing coun-
tries, 62 percent was in Latin Amer-
ica.

* For ail industries combined, four
coantrigs—the United Kingdom,
(Canada, Germany, and France—ac-
counted for 44 percent of affilizte em-
ployment. Eight countries—the above
four, plus Brazil, Japan, Mexico, and
Aurtralia—accounted for 65 percent.
Among six major industries, the geo-
graphical concentration of employ-
ment was highest in finance {except
banking), insurance, and real estate
and in mining.

« For U.S, parents—and, to a lesser
extent, for foreign affilistes—amploy-
ment was skewed toward the larger
companies. Parents having over
10,004 employees accounted for only
13 percent of the mumber, but for 78
percent. of the total employment, of
all parents.

= Among 10 developed countries for
which reasopably comparable data
could be cbtained, the affilizte share
of total foreign manufacturing em-
ployment was by far the highest in
Canads, st 38 percent It was the
lowest in Denmark and Japap (2 per-
cent each)

s For 1I5. parents in manofactur-
ing, hourly compensation of produc-
tion workers wasg $8.76; for foreign af-
filiatez in manufacturing, it was
$4.92—about 5& percent of the par-
ents’ rate. In petreleum and cosl
products, the rate for parenis was

.
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Table 1.—Worldwide Employment of (.5, Mulilnatlosal Companies, by Industicy of L3, Parent, 197
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only moderately higher than that for
affiliates—5$9.06 compared with $8.63.

+ For affiliates, cornpensation rates
were influenced independently by
both the affiliates’ country and indus-
try; the country affects were congider-
ably more systematic than the indus-
try effects.

= In 27 of 80 countries examined,
majority-owned foreign affiliates in
manufacturing (including petroleum
and coal producis) paid prodaction
workers at higher rates than did all
foreign manufacturing businesees
combined. Nevertheless, among coun-
tries, variations in the affiliate rates
tended to follow rather closely the
 variations in rates for all foreign busi-
nesses,

Worldwide MNC Employment

Tahle 1 shows worldwide MNC em-
ployment, as well as employment of
UUS. parents and foreign affilintes
separately. In thiz and subsequent
tables, employment of a given parent
or affiliate is measured by the aver-
age number of full- and part-time am-
Ployees ¢n its payroll during the year.
Bacauge the table focuges on the MNC
s a whole, employment of both ihe
1.8, parent and itz foreign affiliates
was classified in a single industry. Al-
though it would have been desirable
to bhase the classification on the
worldwide consolidated activities of
the MNC as 2 whole, no MNC-wide
industry codes were avsilable [rom
the benchmark survey; instead, the
industry of the UI.S. parent was nsed.®

Worldwide employment of US
MNC’s was 28,081,327, About two-
thirds was in manufacturing. “Other
industries” —agriculture, forestry, sand
fizhing; eonstruction; transportation,
communication, and public utilities;
and services—accounted for 13 per-
cent. Trade accounted for 11 percent,
and petroleum and finance (except
banking), insuranca, and rveal estate

2 [o the benchmerk survey, the indugtry code as
sigtind 10 @ Qiven perent or alflliate was that of the ine
dustry in which ita sales were largest, In mt cases,
the MNC-wide industry cxde would heve been the
same a9 the patenl’s. becsuse US parenta typically
aptanted for a conkidersbly larger share of totel
MMNC aales thas did thejr focelgn affilisies, and mest
affiliates wwre classifted in the aamw industries as
thelr parapts. (Othar tehiet show afMliale daln clagl.
fied by industry of Ehe alfiliate iself, indicating the
indugtries of the loralgn businets eoterprises for
which the employess actuatly worked, rather than the
indusiries of those enterprise’ UG, parwmis)
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for 5 perceni each. Mining aceoanted
for the remainder, Iess than 1 per-
cent.

Among the major manufacturing
industries, MNC employment was
jargest in “other manufacturing”—sa
residual category consisting of indus-
tries covered by 20 separate codes in
the benchiark survey; this category
accounted for nearly onefourth of
total manufacturing  emplovinent.
Transportation equipment accounted
for 20 percent, and the yemainder was
fairly evenly distribuied among the
other major manufacturing indus-
tries.

175, parents acequnted for a much
larger -share of total MNC employ-
ment than did their foreign affiliates.
Of the totsl, the pareniz accounted
for 72 parcent, and their affiliates for
28 percent. Among the six major in-
dustries, affiliate sharves were ahove
the 23-percent all-indu=tries average
in al! but two—trade and “other in-
dustries,” where affiliate shares were
only 16 percent each. Within these in-
dustries, affiliste shares were particu-
larly low in retail trade; trensporta-
tiem, cormmunication, and poblic atili-
ties: and services. The affiliate share
was largest, at 39 percent, in mining.
This reflected a particularly large
share in metal mining; in ¢oak and
other nonmetallic minerals, the affili-
ate share wag about the same aa that
in all industries combined.

In manufacturing, foreign affiliates
acoounted for 31 percent of MNC em-
ployment, Affiliate shares ranged
from 24 percent in metals to 38 per-
cent in chemicals.

U.8. Parent and All-U.S.-
Business Employment
Compared

U.S. parents accounted for a signifi-
cant share of employment by zll 11.8,
busineszes, as measursd by  their
ghares in industries within the scope
of the Census Bureau's Enterprise
Statistics (table 2). The in-scope indus-
tries were mining, petroleum (selectad
subindustries), manufacturing, trade,
and “other in-scope industries,” which
consists of construction and services
(zelected subindustries;® Although,

3. The inscope patraleam and gervick ubladuwgl das
are isted im table 2, fooknotea 2 and 3.
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for all US. businesses, the Census
data are the most comparable of those
available to the data for UU.S. parents,
forne  incomperability between the
two data sets may exist because of dif-
farences in classification by industry
or in ¢onsolidation of companies. Con-
sequently, the comparisons discussed
below should be regarded as providing
rough orders of magnitudea.

Of all-U.8.-business emplayment of
44,812,000 in the five major in-scope
industriea, 1.5, parents accounted for
15,601,000, or 35 percent.t In petro-
leurn and manofacturing, parents'
sharez were gver 5 percent; in
mining, trade, and “other in-scope in-
dustries,” their shares were much
lower—under 20 percent.

In mining, the parent share was
low partly because U.S. businesses
clasified in mining inciuded many
small, independent coal mining opera-
tors, who tended not to make divect
investments abroad. Many of the U.5.
companies that did make mining in-
vestments abroad were themselves
primarily engeged, and classified, In
industries other than mining.

The low parent shares in trade and
“other in-scope industries” may alse
have reffected a relatively high inci-
dence of small enterprises that gener-
ally lacked the resources or incentives
to esteblish foreign operations. In ad-
dition, suceess in those industries de-
pends upon intimsate hknowledge of
local markets, which typically is oh-
tained more readily by local then by
U8, (or other foreign} investors. In
manufasturing and petroleum, in con-
trest, sucress often depends to a
gregter degree vpon unigue products

4. The Carsus Enderprise Statfeiics aisa conlain data
on wagea and salaries (referred to 55 "ennual parrsil”
i whet poblication). Thw dete iodicate that TS, par-
Ents' Bhare in wages and salarles pald by all U5, brsi-
nesiiet wad higher than their share in employment—
48 percent cormpaped witdy 85 percent, This differmice
in shares indicates that wages and galaries per em-
ployes were higher for Ut parents, Tiata are not avail.
able at the entarprise leval bo debermyine to owhat
extent the difereace B due to dilferences in wages
ard salaries per hour workied or difTerencet in hours
warked per emiployes En any wvant, the diffevences
wars ralaiively small except in peirelvum, Lo that io-
dustry, wages and talaries par emplovee was probakby
dopressed, relative to thet of VS parenty, by low
wages el saleries of smploywes of retadl gecvice sia-
tions Such ermployesy porgunted for & much larger
zhark af #1115 -buminess employment, whish Lneluded
large numbera of emplayess of indepardent service
station oparators, than of U5 parent employment,
which was acrpunted for lurgaly by employess af the
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or processes, which have often en-
abled U.3. investors to pensirate for-
eign marketis,

Within manufacturing, UJ.8. par-
ents’ shares of all-UB-business em-
ployment ware by far the highest—97
and 56 percent, respectively—in
chemicals and transportation eguip-
ment.¥ Partly because of the impor-
tance of economies of scale, employ-
ment in both industries wag highly
concentrated among the larpgest firms,
practically all of which had at least
gome direct investment abroad. The
parents’ chare of U.S. business em-
ployment was lowsst in “other manu-

facturing.”’

Industry and Country
Distribution of Forelgn
Affiliate Employment

Industry distribution

In table 3, and al! subsequent tabhles
that show data for foreign affiliates
by industry, the data for affiliates are
clagsified in the affiliates’ own indus-
tries, rather than, 23 in table 1, in the
industries of their U.5. parents. Of
total affiliate employment, just over
twothirds was in  menefacturing
{thart 4). Trade aceounted for 14 per-
cent and “other industries” for 10
percent. Petroleum accounted for &
percent, mining for 3 percent, and fi-
nance l(except banking), insurance,
anid real estate for the remainder,
about 1 percent.

Within manufacturing, affiliate em-
ployment was largest in “other manu-
facturing,” which accounted for 23
percent of total memvfacturing em-
ployment. Transportation egquipment
accounted for 19 parcent, electrical
machinery for 1% percent, and non-
electrical machinery and chemicals
for 13 percent each. Food and metals
each accounted for less than 10 per-
CETLL.

Among the major industries, the
differences between affiliate smploy-
rment clagsified on the two bases—by
industry of affiliate and by industry
of U5 parent—were proportionsisly
largest in mining, trade, and firance
{except banking), insurance, and real
estate. Employment of mining affili-

2 One or both of the wbovemantionsd comperabibty
problems (g, popsibde differencen in v clesslii-
cation or campany conselldation) may wigt in chemi-
ml:;:hm shars may thos have Deen someoiml over
stabed.
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A CHART 4
El Joyment of Nonkank Foreign Affidiates of Nonbaok U.5. Parents, 1977,

rea asd by Industry

By Area
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ates was more than four and one-half

times as large ag the amployment of

affiliates whoss U.3. parenis were
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B large share of UL.5. direct invesi-
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ment in mining was by parents not
claecified in mining. Generally, these
parents either (1) did not have signifi-
cant mining operations domesticaily,
But used foreign mining affiliates as a
source of raw materigls, or (&) did
have significant domeatic mining op-
erations, but were nevertheless classi-
fied in nonmining indestries, such as
petroleum and manofecturing, be-
canse their oparations in thoss indus-
tries were even larger.

Employment of trade affilintas wax
mere than twice as large 25 employ-
ment of affiliates whose UU.S. parents
were clasgified in trede. Many parents
in nontrade industries, primarily
manufacturing, used irade affiliates
te s2ll guods produced by the parenis
or their nontrade foreign affiliates.
Alzo, the employment data from the
henchmark survey probably overstat-
ed actual employment of trade affili-
ates, due to a clasgification problern
involving a large, hizghly diversified,
minority-owned affiliate. ®

Employment of affiliates in finance
{exqcept banking), insurance, and real
estate, unlike that of mining and
trade affiliates, was considerably
smaller than employment of affiliates
whose U5, parents were classifiad in

& When thiy affiliste’s benchmerk survay thpart
waa filed with BEA, information from ita V.5, parent,
which wns clasaified in el=cirical machinery manufse
turing, indicated thal it war & wholesale trade afiili.
ale; information cbtaized after the survey resales had
been pubtished indicated that the afiligte peobabby
ahviuld have besn classifed in wlectrieal mechineny
man et uring vplead
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that industry. One resson was that
mogt of the employment of the for-
eign affiliates of a large, diversified
US. parent classified in insurance
was in electrical machinery mannfac-
toring. Also, for U.S. parents, the i
nance (except benking), insurance,
and real estate industry included par-
ents classified as “individuals, estates,
or trusts.” There was oo compsrable
incdustry catepory for affilistes: there-
fore, when employment was ¢lassified
by industry of affiliate, affiliates
whose parents were individuals, es
tates, or trusts appeared elsewhere,

Counbry distribution

Of total affiliate employment, 69
percent was in developed couniries,
3 percent in developing countries,
and 1 percent in “international.” (Af
filiates olassified in “international”
were those that had operations gpan-
ning more then one country and that
were engaged in petroleurn shipping,
other water tranzportation, petroleum
trading, or the operation of oil and
gas drilling equipmnent that was
moved from country 0 couniry
during the year.)

Within the developed countriea, 62
percent of affiliate employment was
in Europe, 21 percent in Canada, and
the romainder about evenly divided
betwesn Jzpan and Ausiralia, New
Zealand, and South Africa. The
Urited EKingdorr, Germany, and
Frarnce accounted for just over two-
thirde aof affiliate employment in
Europe.

Within the developing countries, £2
percent of affiliate employment was
in Latin America, 24 percent in
“other Asin and Pacific,” and the ra
mainder about evenly divided be-
tween “other Africa” and the Middle
East. Brazil and Mexico alone ae-
counted for 6) parcent of affiliate em-
ployment in Latin America: Argenti-
na, Venezuela, and Colombia account-
ed for an additional 20 percent.

Except for trade and “other indus-
tries,” the distribution of affiliate em-
ployment among the six major indus-
tries was similar for the developed
and developing countries. Trade ac-
counted for a considerably larger
share, and “other industries” for a
conziderably smaller share, of affiliate
smployment in developed than in de-
veloping couniries.

SURVEY OF CUREENT BIJSINESS

‘The highor ghare of trada—hoth
wholesale and reteil—in developed
countries may have reflected these
countries’ larger, more affluent mar-
kets, In addition, protectionist policies
in some of the larger developing coun-
trles, particnlarly those in Latin
America, may have made it difficult
for UL MNO: to peneiraie their
markets through experta (which, in
the importing countriss, are often dis-
tributed by wholesale trade affili-
ates).? The lower share of “other in-
dustries” in developed countries large-
ly reflected agriculture’s much lower
share of affiliate employment in thess
countries than in the developing
courttries.

Manufacturing accounted for about
the same shares of affiliate employ-
ment in developed and developing
countries (68 and 66 percent, respec-
tively). The distribution within mana-
facturing, however, differed signifi-
cantly between the two groups. In
particular, nonelectrical machinery
and transportation equipment ac-
counted for considerably larger
ghares, and food, chemicals, and elec-
trical machinery for considecably
gmaller shares, of manufacturing em-
ployment in developed than in devel-
oping countries.

Geographical Concentration of
Affiliate Employment

Table 4 ahows the geographical con.
centration of affiliate emnployment by
industry, measured by the percentage
of emplovment in sach Industry ac-
counted for by the four or eight coun-
triez in which employment was larg
est. The 55 industries st the lowest
lavel of aggregation are ranked on the
bagis of both the four- and eightcoun-
try percentages, and the eight coun-
tries in which affiliate employment
wag largest ara listed in descending
order for each industry.

For all industries combined, four
countries—the United EKinpdom,
Canada, Germany, and France—ac-
counted for 44 percent of affiliate em-
ployment. (Canada and the United
Kingdom alone accounted for 30 per-
cent) These four countries, plus

T. The highar shave of trade in developed sountrios
aleo raffected thae clussification problem mvelviog e
mmmﬂ:.rwmd affiliate Lthat wis mentioed in fal-
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Brazil, Japan, Mexico, and Australia,
accounted for 65 percent.

The high geographical concentra-
tion of employment in mining reflect-
ed a number of factors. First, eco
nomically exploitable mineral re-
sources themselves were geographical-
Iy concentrated. Second, several coan-
tries that had significant rescurces re-
stricted, prohibited, or otherwise dis-
couraged foreign investment in
mining. Fipally, in some pountries,
mining was conducted largely by af-
filistes that not only extracted ores,
but also refined them into primary
meatal products. Beeause these affili-
ates’ sales were largely or wholly of
the refilned products, the affiliates
generally were classified in primary
metals, rather than in mining, Em-
ployment in mining would have been
somawhat less concentrated geo-
grophicalty iff these affilintes had
been clagsified in mining.

Among the six major industries,
employment was most concentrated,
based on the four-country measure, in
finsnce {(except hanking), insurance,
and real estate. Based on the aight-
country measare, it was most concen-
trated in mining.

Compaved with other industries,
employment in finance (except bank-
ingl, insurance, and real estate was
much more highly concentrated in
Canads and the United Kingdom, par-
ticularly ths former. Whereas, in
midet countries, finance and insurance
affiliates primarily served other parts
of the same MNC, in Canada and the
United Kingdom, several major affili-
ates primarily szerved individuals and
unaffiliated companiss. Employment
of these affilistes tended to be coneid-
arably larger than that of affiliates
whose nperannna were confined to
providing services within the MNC.
The concentration of these more Inhor
intengive activities in Canada and the
United Kingdom probably refiected
the importance to guch activities of a
coramon langusge and the absence of
eultiural barriers, the restrictions on
foreign ownership of insurance com-
panies in & number of other countries,
and the tendency for purchases of in-
surance to be high relative to nation-
al income inn Canada.

Of the siz major industries, employ-
ment was least concentrated in the
heteroganecus “other industries” eat-
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egory. Low concentration in that cate-

gory primnarily reflected concentration
of the various subindustrias in differ-
ent couniriaz, rather than low peo-
graphical concentration in individual
subindustrics. For instapce, in =gri-
culiure, forestry, and fishing, none of
the eight countries in which affiliate
employment was lergest were inelud-
ed in the analogous list of ountries
for construction. Aside from “other
industriea,” employment was least
concentrated in  petroleum. TS,
MNC’s in petroleam had extensive op-
erationg in many counties, ineluding
both developed countries, where affili-
ates were primarily engaged in refin-
ing and distribution, and developing
countrieg, where they were primarily
engaged in exploration for and extrac-
tion of erude oil. (In a few countries,
such as Canada and the United King-
dom, affiliates conducted significant
operations of both types.)

Within manacturing, employment
waa most concentrated in transporta-
tion equipment and in nonelectrical
machinery. The high concentration in
theze industries may have reflected
the large scale of operations charac-
teristic of the production of goods
guch as automobiles, farm and indns-

SURVEY OF CURRENT BUSINESS

trial machiery, and compaiers. US
investment in the automobile manu-
factoring indusiry, for instance, was
concentrated in a few countries that
were lavge consmners of adtos and
possessed the various resources
needed to produce them on an effi-
ctent scale,

Manufacturing employment was
least concentrated in food products
and chemnicals. The low concentration
in food may have partly reflected pro-
tectionist agricultural policies that, in
many countries, have indirecily fa-
vored local processing of domestic ag-
ricultural products. It may also have
reflected  limited opportunities far
economies of scale, and spoilage and
high trangportation cost that may
have aricen i production had been
more highly concentrated. In chemis
cals, esperially pharmaceuticals, 1.5
investors may have decided io pro-
duce in a number of countries partly
to facilitate compliance with the par-
ticulay regulatory requirements of
each country. In petrochemnicals, the
low roncentration may have reflected
need for proximity to geographically
disparsed petroleum rescurces of re-
finerieus,

Febrwary 982

Size Distribution of
Employment

Table 5 shows, by indusiry, the
number of parents and affiliates, and
their respective employment, in each
of several emplosment size classes, to-
gether with three summary statistics
for total employment in each indus-
try—the mesn, median, and coeffl-
cient of variation. In this table, the
“total” of UJ.5. parents and foreign af-
filiates refers only to the numhber that
had employees. There were 5,058 par-
ents and 20,670 affiliates that had em-
ployzes, and 3687 pavents and 2,971 af-
filiztes that had no employess.d

5. Practically alt of the parenta that had no amplay-
s i [ndividusls, eeivies, or frars, tooe of which
wera raquived 0 véport emplayment (or Bny other fi-
nancial and operating data) in the benchmark sarvey.
The affilates theat had no smployees werz spread over
# numbér of industrirs, Whan ¢ emplovmant was r-
ported Far wn pffilinte, BEA geveclly contacied the
U35 parent compaony to determine why. In many
eagen, it was founnd that (abor speviees for the aiflate
had been contractad ook Lo anothear company, usuaelly
angther of the patent's looeign adfiliaces. For nslanee,
swcaral alfifintas engaged in oil and pos extraction did
net carry smplovess on thei own payrolls, but insbead
used the smployees of affillates in the ¢l ard gaa ffeld
BErvices induwsiny on 4 contractize] batis

Table 5. —Distribution of Emplayoent Among 1.5, Pavenis and
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L8, parents

Employment of U8, parenis was
highly skewed toward the larger com-
panies. Parents having over 1,000 em-
ployees accounted for 97 percent of
the employment of all parents, but for
only sbout one-half of the number of
parents. Parenis in the largest em-
ployment sgize clpgsg—over 10,000 em-
ployees—accounted for 78 percent of
the employment of parents, but for
only 13 percent of the pumber. In

- every industry ezcept mining, whers

the proportion was much lower, par-
ents in the largest smployment size
clasz acconnted for at least twodhirds
of total employment. The proportion
was highest, at 94 percent, in trans-
portation equipment. The dominance
of the larger companies in the U8,
parent data reflected the considerable
technological, managerisl, finaocial,
and othsr rescurces ordinarily re-
quired to establish and susbain for-
elgn sperations.

Employment of ail U8, businesses,
like that of U.S. parents, was also
highly skewed toward the larger com-
panles. However, the larger compa-
nies secounted for & much lower
share of total employment for all U.S,
businesses tharn for U.S. parents. Of
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all UE, businesses covered by Ender
prise Stabistics, those with at least
1,000 emplovees accounted for 43 per-
cent, and those with 3t least 10,000
employees for 29 percent, of total em-
ployment; a negligible proportion of
the number of U8 businesses fall
into each of these amployment size
classes ®

For all industries combined, mean,
or average, employment of U2, par-
ents wae 6,175 Among the six major
industries, average employment was
lowest in mining {2,25%) and highest
in “other industries” {6,779}, followed
closaly by trade (6,609) and manufac-
turing (6,406). The high average em-
ployment in “other industries” was
partly due tc the very high employ-
ment of a few parents in ¢ommuntcs-
tions. _

Within manufacturing, average &m-
ploymeat of U.S. parents was by far
the highest—27,250—in {renaporta-
ticn equipment, which contained most
of the Nation’s largest menufacturers
of automobiles, trucks, aircraft, and

4. VS Depactment of Commeree, Bureau of the
Cengun, [&77 Enterprige Stetistics: Genens! Report on
Insdustrial Orgonization (Weshingtan, DG U5 GPO,
1981}, o L4

Forelgn Affllkates, by Indusiry and Employmvent Size Clasa, 1977

4b

parts. It was loweat—4 JT00—in “other
manufacturing. ™

The median employment of parents
was 948, compared with the average
emplnjrmmt of 6,175. The large differ-
ence reflected the above-mentioned
highly skewad character of the wuni-
verge. For each industry shown in
table 5 as well, median employment
was considerably lower than average
amployment.

Avpong the gix major industries,
median employment ranged from 130
in finance (excepé banking), insor-
ance, and real estate to 1,242 in man-
ufacturing. Within manofacturing, it
ranged from 1,051 in nonelectrical
machinery to 6,436 in transportiation
equipment.

The coefficient of variation—the
ratio of the standard deviation to the
mean—indicates the relative disper-
gion of parent or affiliate employment
around the average; the larger the co-
efficient, the hirzher the dispersion.
For all parents, the coefficient wes
about 2. Among the gix major jndus-
tries, it ranged from L5 in mining to
58 in “other indusiries.” The high
dispersion in *other industries" ap-
parently reflected the diversity of ac-
tivities incleded in that industry,
rather than diversity ameng compa-
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nies engaged in similar activities.
Within manuvfacturing, the coefficient
ranged from 1.6 in food to 3.6 in elec-
trical machipery.

Forefgn affiliaies

Employment of affiliates, like that
of parents, was skewed toward the
larger compenies, although not to the
same axtent.t? Also, foreipn affiliates
tended to have much lower employ-
ment than thejr US. parents. For the
typical MNC, employment of the
parent rreatly exceeded the combined
employment of its foreign affiliates,
which was, in tum, wsually spread
among several individuat affilistes.

More than 40 percent of alfiliate
employment was accounted for by af
filiates that had over 1,MH) employees;
these affiliates accounted for only 6
percent of the total number of affili-
ates, The affiliates in the largest size
class—over 10,00 employees—ac-
gounted for 20 percent of the employ-
mertt, but for only a negligible propor-
tien of the number, of all affiliates.

Among the six mejor industries, the
proportien of employment accounted
for by affiliatez that had over 1,000
employees was highest—around 30
percent—in mining and lowest—less
thar one-third—in finance (ecept
banking), insurance, and real esiate.
In manufacturing, the proportion wes
highest—nearly 3 percent—in {rans-
portation equipment and lowest—lees
than 40 percent—in chemicals, Al-
though economies of scale were im-
portant in boih industries, they ap-
pearcd less s0 in chemicals. Also,
much more labor intensive {echniques
ware employed in  {remsportation
equipment. than in chemicals, as can
be seen by comparing the value of af-
filiates' net property, plant, and
eaipment per employee In the two
indugtries. It was $5,917 in tranepor-

10, Differecces in skewmita could oot confidently be
necevtpined by ingpaction of talde 5 alone bactuss of
the Ymited numbar of size classes and diferances bs-
rweed parentd and alffiates iv svermge smployment
Iretead, Kerl Pearson’s measure of skewness waz
med. The meaurs s 2 multplied by the difference
between the mean and the median, all divided by the
slapdard devintion, Potitive values-indicabe proitive
skewneay, negatlve valoer, negetive skevwness, By dedis
nition, the measurs caonot sxceed 3 [0 ahoolute valwe;
Ir practice, valves [arger than 1 gre said to bs unedm-
mor. The messcre had g value of 122 for parapts and
250 for affilimtes, Sew Frederick B Croxton and
Dadley J. Cowden, Procricef Birsfnecs Stotislics (Enghe-
wiod Clillz, N Prﬁml-lnll, e, 10603, p. 25,
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Table £ —Employment in Manofactudiog (Inciding Pateoleum and Coal Produets) by All
Manufacturing Extablishmwnts apd by Forsign Affiliates in 10 Devaloped Countries, 1977
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tation equipment, compared with
$24,988 in chemicals.

Affiliates in the two smallest size
classas (10 or fewer employees) ac-
counted for only 6 percent of employ-
ment, although they accounted for
nearly 60 percent of the total number
of affiliates. The proportion of em-
ployment accounted for by affiliates
in these size classes exceeded 10 por-
cent in only two industries—fAnance
{except banking), Insurance, and real
estate (15 percent) and trade (12 per-
cent). Both industriss contained many
affiliates established to perform some
limited function, requiring only a few
employvees, within the MNC.

Average employment for affiliates
in all induostrics combined was 348,
Amang the six major industries, aver-
aga employmnent ranged from 91 in A-
nance {excepi banking), insuramnce,
end rTeal estate to T2 in mining.
Within manufacturing, it ranged from
280 in chemicals to 1,986 in transpor-
tation equipment.

Reilecting the skewed distribution,
median employment of affiliates, at
65, was considerably lower than aver-
age employment. Among the six
major industries, median employment
ranged from 18 in finance (except
banking), insurance, and real estate
to 180 in mining. Within manufactur-
ing, it ranged from 116 in primnary
and fabricated metals to 361 in trans-
portation equipment.

The coefficient. of variation of em-
ployment for affiliates was 4.9, much
higher than that for US. parents.
The higher dispersion of affiliste ern-

-, Hurean of

oy the Cifks of Productiv]ly sod Techano

et
. DeAniton wod coverwes of apployoect, by ol manwfscturior statdfahmants difer

pleyment reflectad wider variation in
marlet size for affiliates, which ware
spread ampong many countries, than
for parents, which, by definition, were

alt in the Vnjted Stetes. It may also .

have reflested wider variation among
foreign countries than within the
United States in several other deter
minants of company size—such as rel-
ative pricez of factors of production,
availability of skilled labor and
trained menagement, ability to utilize
available technnlogy, government reg-
wlations, and infrastructure.

Among the gix major industries, the
coefficient of variation renged from
26 in mining to 113 in trade.l?

Within manufactaring, it ranged from |

1.% in chemicals &0 .1 in transports-
tion equipment.

Affiliates’ Shares of Total
Foreign Manufacturing
Employmeni

In teble 6, affiliate employment in
mamifacturing is compared with em-
ployment by all manufactering estab-
lishments in 10 developed countries
for which consistently defined, reason-

k-
PRTW RN 4
.

ably comparable data were readily -

available. To conform $o the treat-
ment in the data for all manufactur-
ing esteblishments, the petroleum

11, Tha coefilckent for teade wax significantly ihiat |

ol by the previcosly mentioned misclemilication of a
minority-cwned afliate in wholesale trade. Howerir,
wren §f the effilete’s claegifcation could heve been
carrectad, trade wauid atill hies shewn the most vari-
ably cimployment of any mafar induskey.
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{ and coal products industry, which is
normally included in the petroleum
industry in the MNC data, was in-
cluded in manufacturing in this
- table.'? Ome comparability problem
that could not be resolved was that
{ the data covering all forelgn manufac-
turing were for esteblishments clasei-
fied in manufacturing, whereas the
i data for affiliates were for enterprises,

gr gompanies, classified in manufac-
* turing. (A given enterprise may have

_ consisted of several estsblishments,

" not necessarily all in msnufacturing }

Although the difference in classifica-

tion 13 likely i have caused only

minor problems at the all-manufac-
u toring Ievel, it more or less precluded
deiailed comparisons for industries

' within manofacturing 14
Tahle 6 shows affiliate employment
both for all farelgn affiliates and for
majority-owned foreign  affiliates

(MOFA's}—i.e., affiliates that were
* owned over 50 percent by their U5

parents and that were thus presnmed

to be unambiguwously under parent
contraol.l4

The share of all sffiliates in total
foreign manufacturing employment
was consjderably higher in Canada, at

38 percent, than in any of the nine
- other countries, Both Cenada's prox-
imity to, and strong economic ties
with, the United States provbably con-
tributed to the particulacly high affil-
iate share. The next highest affiliate
shares were in Belgium (12 percent)
and the Netherlands (9 percent). The
lowest shares were in Denmark and
Japan (2 percent in sach).

Shares for the MOFA's were high-
et and Jowest in the same countries
af shares for all affilintes. In most
cases, the shares were only moderate-
ly lower for MOFA's then for sl af-

12, Bacawsw of the importance of petroleam affidi-
ates in the direct Seveataent wniverse aud the mwed
for analyzing the patroleum industey ax & whole, the
VArkUG Gtages of patiroldin Pooduetion—ailoa tion,
axtraction, refining, and distribution-—usually age
Wemled g7 components of & single oo itdostry
group ipatroleum) in direct invesimant statistics In
Temt other atatistick, the varioas are clumified
it diffezent groups—entraction i included In mintng
tefining in manmu{setoring, snd so forth.

13, Bar Betty Lo Barker, "A Profile of U2 MeHine
mll Companies in 1877," Sumvey 61 (October LS3Lk

i1

14, The coveraga of the data for MOFA's was re
stricted £ thodr having assnbs, sales, or oot ikoms of
M beast 33 millioe: thit pegtrictien farilitated compard-
pong wilh other data in the beschmark sarvey that
ware coilecied only for thess alffieten The cAErege
Yo, by this tettriction was amall (only sbaut A parcant
&f botal MOFA amploymentl
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filiates, because MOFA's generally ac-
counted for a large share of sll-affili-
ate smployment in menufacturing. A
notable exception was in  Japan,
where the MOFA share of all-affiliate
employment was only about 20 per-
cent, The wnuwsuslly low MOFA share
in Japan largely reflecied that coun-
tey's restrictions, which had only re-
cently been liberalized, on majority
cwnership by fomianers. It also re-
flocted the existence of a few large
mingrity-owned Japanese affiliates in
which the purpoese of U.5. parents’ in-
vestment was primarily to forther
frading relaticoships, rather than to
control the enterprises.

Although comparable dats covering
developing countries could not be ob-
tained, rough estimates were made
for a few countries using data pub-
lished by the Buresu of Lahor Statls-
ties. 1% The estimates were ¢onstructed
by multiplying the number of persons
in the labor force by the percentage of
the labor force engaged in manufac-
turing. The estimates overstate manu-
facturing employment to the exztent
that the labor force data included un-
employed persons. Aleo, inconsisten-
ciese in coverage and definitions ap-
peared larger for these countries than
for the 1{) developed countries shown
in table 6. Althoegh nome of these
comparability problems can be quan-
tified or corrected here, the estimates
neverthelesz roughly indicate the rel-
ative gshares of affiliates in total man-
ufacturing employment in developing
counitries. Thess shares wers about 11
percent in Venemaela, 9 percent in
Mexico, 4 percent in Taiwan, and 1
percent in hoth Isracl and Korea.

Compensation Per Hour of
Production Workers in
Manufacturing

Table T shows compensation per
hour worked (CPH) by prodoction
workers in manufacturing and in pe-
troleuns and coal products for both
U.S. parents and their MOFA’s1%

15. 105, Department of Lebar, Bureay of Labor Sin.
tigtles, Hondbook of Labor Staristics (Washington,
DC: U5 OGP, Decamber 1330}, tabln 177,

16 Data oceoaded to compate CFH it other industries
oarg ¢olleatad [n the henchmark sarvay, buk they
were not considerdd o b of pubdishable qoality (e

U5 Direct Tniwgimant Abroad, 1877 p. 12). Becpuw
the number, hourk worked, and ion of pro-
duction workers wers pot collectad for minority-owned
afiilistes, CFH of ther production workem could not
be computed.
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The compenaation rates indicate com-
parative levels of employer labar
costs, They do not reliably indicate
relative living standards of workers
for several Teasons, including the fact
that prices of goods and services, par-
ticularly those not traded internation-
ally, vary greatly among countries.
Alzo, it should be noted that CFH in-
dicates only labor cost per wnit of
time worked, not per unit of output.
The two measures may vary ndepen-
dentiy because of variations in pro-
ductivity. Estimates of unit labor
costs will be derivable after BEA has
completed a project to estimate gross
product originating in {ie., wvalue
added by) 1.8, parents and their
MOFA's,

For 17.5. parenta in manufacturing,
CPH of production workers was $8.76.
Por parents in petroleum and coal
products, it was slightly higher, at
$9.06. Within manufacturing, CPH
ranged from 3$6.50 in food to $11.44 in
transportation eguipment.

For foreign affiliates in manufac-
turing, CPH of production workers
was 3,92, For affiliates in petroloum
and cozl products, it was markediy
h:gher, at $8.62. Within manufactur.
ing, CPH ranged from $3.42 in food to
$4.14 in dransportation equipment.

In every industry shown in table 7,
CPH was lower for foreign affitiates
than for U.8. parents. This probably
reflected the tendency for overall
compensation rates in most foreign
countries to be lower than in the
United States, whether the compari-
goh ig restricted to U8, MNCs or not.

In manufacturing, affiliate CPH
waa 5 percent of that for U.S. par-
ents. In petroleam and coal products,
it was 55 percent of the parent rate;
the average rate for affiliates in this
industry was boosted by the very hich
compensation of employees who pos-
seased specific scarce skills, for which
the market was effectively interna-
tional, or who were willing to work
under Aifficuit or hazardous condl-
tions, often in remote arcas. Within
manufacturing, affiliate CPH as &
percentage of parent OPH ranged
from 49 percent in electrical machin-
ery to 71 percent in nonelectrical ma-
chinery. The higher percentape in
nonelectrical machinery largely re-
Nected the particularly high concen-
tration of affiliate employment in
that industry in developed countries
whare, as noted balow, rates were
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Tahle 7.—Compengation per Hour of Frodoction Workesrs of 1.5, Farenis and Majority-Owned Foretpn AfTHiales in Manafactaring, 1977, Country
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* seneraily much higher than in devel
« oping countries.

~ For all affiliates in manufacturing,

"CPH was much higher in developed

-countries than in developing coun-

tries—3$6.34 compared with $1.74.

+ CPH also varied considerably among

_ the countries within each area group,

but there was relatively little overlap

+ in rates between the groups; thus,

cnly a few of the highest rates for in.

" Mividual developing couniries exceed-

" Takle B—Analysis of ¥arianee of Compensa-
tton Fer Hoor of Production Workery of
Majoriiy-Owned Forelgn Afifiliates In Manu-

+  facturing, 1977
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ad the lowest rates for individual de-
veloped countries.

In petroleum and coal products, the
rates were much cloger togelher—
$9.57 and $6.67, respectively. In the
developing countries, many employees
in petroleum - had been recruited from
developed countries, because workers
with their specific skills were not
available locally. Thus, their compen-
sation rates did not reflect local labor
market conditions but rather buoyant
conditions in an international market
for workers with such skills. Ofien
the rates these workers were paid in-
cluded s premium needed to induce
them fo work in a forgigh country.
This appeared particularly true of the
Middle East, which accounted for a
large share of employment of affili-
ates in petrolenm and coal produets.

Inspection of table 7 supgesis that
the differences in CPH amang coun-
tries for all manufacturing industries
combined algo extended across indus-
tries within manaufecturing. Thus,
they were not exclugively due to dif-
ferences in the extent to which em-
ployment was concentraied in high-
or low-wage indusiries. For example,
CPH w=az higher in Canada than in
the [nited Kingdom in all seven
manuiecturing industries shown in
the table. Although the difference in
any given industry may heve reflect-
ad difference= in mix among subindus-
tries, the overall pattern more likely
raflected the fact that labor was not
homogerneous iniernationally, and
that world markels were not suifi-
ciently integrated to elimtinate inter.
conntry differences in prices of the
various factors of production, includ-
ing labor,

Table 7 also suggests, although
more tentatively, that differences in
CPH among manufacturing industries
tended to extand across couniry lines.
One reason may be that, because of
differences in technology or other fac-
tors, workers in some industries wers
mora likely to be highly skilled {or, in
some instances, highly organized)
than those in cther industries, regard-
less of the country in which they wers
employed.

To confirm and quantify these
country and industry effects an CPH,
staiistical analysis of variance (AOV)
wae spplied to the ratea shown in
table 7 for individual countries and
far individual industries within man-

4%

Table 3,—Compenzation Per Hour of Frodac-
tiom Workers in Manoinctaring (Including
Fetrolsum and Coal Fruete? in Selecied

Comnlries, 1977
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nfacturing.2? The ACQV resuiis indi-
cated the existence of country diifer-
ences in CPH over and above those
that mmight have been due to differ-
ences among countries in the industry
digtribution of employment. This is
ghown by the highly sigpificant F

feonlenwed on - )

17. The rovskine used was tne specificedly applicabls
t & tahle purh as table 7, o which some of the cells
coniain o date, Sea Franklin A, Grayhill, An ferre
duction b Limear Statistive! Modals, YVol, 1 (Hew Tork:
MeGraw-Hill Book Ca., Inc., 1961, Chapter 18 T
Way Clessifiention with Unequel Numbers in Sab-
clasoen™].

The hypetheses teated using A0V wera (1) that the
raw lcountvy] meane coeputed from table T were
squnl to one anctbar, and {2) that tha columm {indug-
try) mwang were #qual, (Soblotals were wsicluded in
cormputing the means,} IT, far jnrapce, bhe hm‘thuil
of #qual row (Sountry! mesns were then sy
temstc differences among countrbes in E:PH in #ach
industry would have bean ruled cut as an explaneting
for differances at the all-industrivs ivel, and the p-
sumption would have been that twse ddfferences e
sulted from Jifferencss i industry mix, If, howwer,
the hypothesis were refected (a5 wes I fect the casy),
then one would have concluded that, whatewer the
offect of induoctey mix, systamatis differonces aovong
coutitcies m CPH in sech mdustry had an effect on
the differcnces nt the all-industries level.



